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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors of
Resources for Independent Living, Inc.

We have audited the accompanying statement of financial position of Resources for
Independent Living, Inc. (RIL) (a nonprofit organization) as of September 30, 2001, and
the related statements of activities, functional expenses and cash flows for the year then
ended. These financial statements are the responsibility of RIL’s management. Ouwr
responsibility is o express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted i the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures n the financial
statements. An audit also includes assessing the accounting principles used and significant
cstimates madc by management, as well as evaluating the overall financial statement
presentation.  We believe that our audit provides a reasonable basis for our opinton.

427968 ELYSIAN FIEL DS AVENUDE, NTW ORLEANS, LA Y0127
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INDEPENDENT AUDITORS’ REPORT
(CONTINUED)

To the Board of Directors of
Resources for Independent Living, Inc,
Page 2

In our opinion, the financial statements referred to i the first paragraph present fairly, in all
matenal respects, the financial position of Resources for Independent Living, Inc. as of
September 30, 2001, and the changes in its net assets and 1ts cash flows for the year then
ended 1n conformity with accounting pr mclples generally accepted 1n the United States of
America,

In accordance with Government Auditing Standards, we have also 1ssued our report dated
September 30, 2002, on our consideration of RIL’s internal control over financial reporting,
and our tests of its compliance with certain provisions of laws, regulations, contracts, and
grants. That report 1s an integral part of our audit performed 1n accordance with Government
Auditing Standards and should be read in conjunction with this report in considering the
results of our audit. Also, thatreportidentified reportable conditions which were considered
fo be material weaknesses.

Our audit was performed for the purpose of forming an opinion on the basic financial
statements of RIL taken as a whole. The accompanying Schedule of Expenditures of Fedcral
Awards 1s presented for purposes of additional analysis as required by United States Office
of Management and Budget Circular A-133, “Audits of States, Local Governments, and Non-

Profit Organizations,” and is not a required part of the basic financial statements.  Such

information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and, 1n our opinion, 1s fairly stated, in all material respects, in relation
to the basic financial statements taken as a whole.

jM - — _crontae bLY

BRUNO & TERVALON LLP
CERTIFIED PUBLIC ACCOUNTANTS

September 30, 2002

SIhvwia & Jervalon
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RESOURCES FOR INDEPENDENT LIVING, INC.
STATEMENT OF FINANCIAL POSITION
SEPTEMBER 30, 2001

e b b 1 h pp—  —— | " g S— — | G — —— . -——, -, — — - . —— T — - -n - ——————__

ASSETS
Cash and cash equivalents $ 15,433
Grants reccivable (NOTE 7) | 55,976
Amounts receivable (NOTE 8) 67,352
Property and equipment, net (NOTE 2) 59,346
Other asset 430
Total assets $ 198.537

LIABILITIES AND NET DEFICIT

Bank overdraft $ 20,392
Accounts payable 22,765
Accrucd salaries and payroll liabilities 194,769
Accrued payroll tax penalties and interest payable (NOTLE 3) 128,812
Notes payable - current (NOTE 6) | 61,558
Notes payable - long-term (NOTE 6) 10,999

Total liabilitics 439,295
Unrestricted net deficit (240,758}

Total unrestricted net deficit (240,758)

Total habilities and net deficit $_198,537

The accompanying notes are an integral part of these financial statements.
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RESOURCES FOR INDEPENDENT LIVING, INC.

STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30, 2001
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SUPPORT AND REVENUE
Support:
Department of Education
Centers for Independent Living
Louisiana Rehabilitation Services
Independent Living Service Programs
City of New Orleans - Project Open House
City of New Orleans - YES - NORIL
Jefferson Parish Human Services Authority
Medicaid

Total support

Revenue:

Contributions
Other

Total revenue

Total support and revenue

Ixpenses:
Program scrvices
Management and general
Total expenses

Change 1n net assets

Unrestricted net asscts, beginning of year

Unrestricted net deficit, end of year

T

$ 274,023

543,434
34,910
] 887

8 668
813,600

1,676,522

11,306
317

11,623

1,688,145

1,428,578
215,739

1,944,317

(256,172)

15,414

$_(240,758)

The accompanying notes are an mntegral part of these financial statements.
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RESOURCES FOR INDEPENDENT LIVING, INC,
STATEMENT OF FUNCTIONAL EXPENSIES
FOR THE YEAR ENDED SEPTEMBER 30, 2001
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Salaries

Fringe benefits and payroll taxes

Direct assistance

Rent

Housing rehabilitation
Insurance

Audit and accounting
Consultants

Interpreter

Peer counseling

Travel

Tax penalties and interest
Interest

Repairs and maintenance
Telephone

Office equipment and supplies
Postage

Dues and subscriptions
Training and recruiting
Bank fees

Depreciation

Other

Legal

Total expenses

Program
Services

$1,122,405
109,086
38.940
37.328
46,221
27,204

$1,428.578

— et r—

Management

and
General

$198,072
19,251

$515,739

_—— e e —_— — —

Toilal

$1,320,477
128.337
38,940
74,656
46,221
54,408
33,594
39 770
1.245
4,726
33,812
76,091
3.956
7.927
15,077
13,851
1,946
696
724
25.218
12,371
7,611
2.663

$1,944,317

The accompanying notes are an integral part of these financial statements.
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RESOURCES FOR INDEPENDENT LIVING, INC,
STATEMENT OF CASH FLOWS

FFOR THE YEAR ENDED SEPTEMBER 30, 2001
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Cash Flows From Operating Activities:

Change in net assets $(256,172)
Adjustments to reconcile change in net assets
to net cash used in operating activities:
Depreciation 12,371
Changes in Assets and Liabilities:
Decrease in grants receivable 558
Increase in amounts receivable (20,069)
Increcase 1n bank overdraft 20.392
Decrease 1n accounts payable (7,954)
Incrcase in accrued tax penalties and interest payable 76,091
Increase in accrued salaries and payroll liabilities 135.932
Net cash uscd in operating activities (38.851)
Cash I'lows From Financing Activities:
Payment on notes payable (4,660)
Net cash used in financing activities (4,666)
Net decreasc 1n cash and cash equivalents (43,517)
Cash and cash cquivalents, beginning of year 58.950
Cash and cash equivalents, end of year $ 15,433
Supplemental Disclosure of Cash Flow Information:
Interest paid in cash during the year $ 3,956

The accompanying notes are an integral part of these financial statements.
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RESOURCES FOR INDEPENDENT LIVING, INC,
NOTES TO THE FINANCIAL STATEMENTS
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Nature of Activities and Significant Accounting Policies:

Nature of Activities

Resources for Independent Living, Inc. (RIL) was incorporated on Junc 27,
1988, under the provisions of the Louisiana Nonprofit Corporation Law. On
October 15, 1990, the Internal Revenue Service determined that the RI1L
would be recognized as a publicly supported orgamization, as described in
Section 501(c)(3). RIL 1s exempt {rom Federal Income Tax under Section
501(a) of the Internal Revenue Code.  RI1L is also exempt {rom income tax
under the State of Louisiana laws.

RIL works towards promoting mdependent living philosophy to people with
disabilities, their families, service providers, and the community at large.
RIL promotes consumer confrol and provides services designed to enhance the

personal, social, vocational and economic quality of life for people with
disabilities.

RIL is supported primarily through direct and pass-through grants from
various statc and federal funding agencies.

Basis of Accounting

The financial statements of RIL have been prepared on the accrual basis of

accounting and accordingly reflect all significant receivables, payables, and

other habilities.

Basis of Presentation

Iinancial statement presentation follows the requirements of the Financial
Accounting Standards Board in its Statement of Financial Accounting
Standards (SFAS) No. 117, “Fmancial Statements of Not-for-Profit
Organizations.” Under SFAS No. 117, RIL is required to report information
regarding 1ts financial position and activities according to three classes of net
assets: unrestricted net assets, temporarily restricted net assets, and
permanently restricted net assets.

_ — — — =
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NOTE 1 -

RESOURCES FOR INDEPENDENT LIVING, INC.

NOTES TO THE FINANCIAL STATEMENTS, CONTINUED

——p ————

Nature of Activities and Significant Accounting Policies, Continued:

Use of Estimates

The preparation of financial - statements in conformity with accounting
principles penerally accepted in the United States of America vequires
management to make estimates and assumptions that affect certain reported
amounts and disclosures. Accordingly, actual results could differ from those
estimates.

Property and Equipment

Acquisitions of property and equipment in excess of $500 are capitalized.
Property and equipment are carried at cost or, if donated, at the approximate
fair value at the date of donation. Depreciation is computed using the
straight-line method over the estimated uscful hife of five years for its office
cquipment and computers.

Contributions

Contributions received are recorded as unrestricted, temporarily restricted, or
permanently restricted support, depending on the existence and/or nature of
any donor restrictions.

All donor-restricted contributions are reported as an increase in temporarily or
permanently restricted net assets, depending on the nature of the restriction.
When a restriction expires (that 1s, when a stipulated time restriction ends or
purpose restriction 1s accomplished), temporarily restricted net assets arc
reclassified to unrestricted net assets and reported in the statement of activitics
as net assets released from restrictions.

Contributed Services

RIL receives a substantial amount of services donated from unpaid volunteers.
No amounts have been reflected in the financial statements for those services
since they do not meet the criteria for recognition under SFAS No. 116,
“Accounting for Contributions Received and Contributions Made.”
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RESOURCES FOR INDEPENDENT LIVING, INC.

NOTES TO THE FINANCIAL STATEMENTS, CONTINUED

e W — 1% ——r ramr

TR )
s s . - == -_— L — e —

Nature of Activities and Significant Accounting Policics, Continued:

Support and Revenue

RIL receives grants from the Federal and State Departments’ of Education,
Social Services and Health and Hospitals. The support received from the
Departments of Education and Social Services are recognized on a “funded”
basis.  Medicaid support recetved from the Department of Health and
Hospitals 1s recognized on a “fee for service” basis.

Cash and Cash Equivalents

Cash and cash equivalents include all monies in banks and highly liquid
investments with maturity dates of less than three months. The carrying value
of cash and cash equivalents approximates fair value because of the short
maturities of those financial instruments.

Functional Allocation of Expenses

The cost of providing the vartous prograims and other activitics have been
summarized on a functional basis 1n the statement of activitics. Accordingly,
certain costs have been allocated among the programs and supporting services
benefitted.

Compensated Absences

RIL employees are entitled to paid vacation, sick and personal days off
depending on their length of service. Short-term leave (sick and personal) may
be accumulated and carried forward to the subsequent years to a maximum of
240 hours. However, employees are not paid for any earned but unuscd short-
term leave at termination. Also, vacation days may not be carricd over from
year to year and employees may not receive compensation in lieu of time off.
However, employees will be paid for any earned but unused vacation leave if
termination occurs on or before the end of the fiscal year.

— — — e L —



RESOURCES FOR INDEPENDENT LIVING, INC.

NOTES TO THE FINANCIAL STATEMENTS, CONTINUED

NOTE 2 -

NOTE 3 -

NOTE 4 -
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Property and Equipment:

Property and equipment at September 30, 2001 conststed of the following;

Office equipment and computers $147,429
Less: Accumulated depreciation (88,083)
Net $_59.346

Delinquent Payroll Taxes:

As of September 30, 2001, RIL is indebted to the Internal Revenue Service
(IRS) for approxmmately $260,000 i delinquent payroll taxes immcluding
$128,812 in assessments of related penalties and interest.  As of the audit
report date, RIL’s balance owed 1o the IRS is approximately $300,000 in
payroll taxes, penalties and interest.

Management of RIIL. has developed a plan to fully liquidate this debt which
calls for making minimum payments of $5,000 per month beginning in

October 2002. Also, in August 2002, management of RIL: has requested
abatement of assessed penalties and interest.

Operating 1Lease:

RIL has operating leases for office space at its New Orleans and Baton Rouge
locations. For these leases, RIL has as of September 30, 2001, contractual
agreements requiring the following rental payments:

Fiscal Year Ending

September 30, Amount
2002 $ 98,769

2003 _72,106
$170,875

Rental expense for the current year amounted to $74,656.

10
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RESOURCES FOR INDEPENDENT LIVING, INC.
NOTES TO THE FINANCIAL STATEMENTS, CONTINUED
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Contingencies:

RIL 1s the recipient of funds from various state and federal agencies. The
administration of the programs funded by these agencies are under the control
of RIL and are subject to audits and reviews by the agencies or their
designees. Any grants or awards found not be properly spent in accordance
with the terms, conditions and regulations may be subject to recapture.

During the audit period, the United States Department of Education and the
State of Louisiana Department of Social Services conducted compliance
reviews of grants awarded by the respective agencies. RIL has submitted
corrective action plans for compliance issues reported in these separately
1ssucd review reports.

- Notes Pavable:

The following 1s a summary of notes payable at September 30, 2001:

At September 30, 2001, RIL had a
linc-of-credit of $35,000 with a bank to be
drawn as needed at varying interest rates.
The line-of-credit 1s personally secured

by a former employce of RIL.

At September 30, 2001, RIL had drawn
$31,606 from the bank at 9.0% $ 31,606

11



RESOURCES FOR INDEPENDENT LIVING, INC,
NOTES TO THE FINANCIAL STATEMENTS, CONTINUED
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NOTE 6 -  Notes Payable, Continued:

Unsccured 5% note payable 1o a
private foundation in annual
installments of $11,549, including

interest, through May 30, 2003. $ 40,951
72,557
Less current maturities (61,558)
$ 10,999

The following are maturities of notes payable for cach of the next two (2)
years:

Fiscal Yecar Ending

September 30, Amount
2002 | $61,558
2003 * 10,999
$72.557

NOTE 7 -  Grants Receivable:

As of September 30, 2001, grants receivable was composed of the following;

Department of Social Services,

Louisiana Rehabilitation Services $34,110
United States Department of Education 21,866
$55,976

12



RESOURCES FOR INDEPENDENT LIVING, INC,

NOTES TO THE FINANCIAL STATEMENTS, CONTINUED

NOTLE 8 -

- NOTE 9 -

NOTE 10 -

NOTE 11 -
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Amounts Recervable:

RIL is a provider of supported living and personal assistarice services under

Medicaid contracts. Amounts receivable for Medicaid contracted services
were $67,352 as of September 30, 2001.

Unrestricted Net Deficit:

RIL has an unrestricted net deficit of $240,758 as of September 30, 2001.
RIL has developed a long-term strategic plan to liguidate significant debt to
include notes payable and payroll related liabilities. As such, the unrestricted
net deficit is planned to be eliminated within two to three years,

Commitments:

The United States Department of Education and the State of louisiana
Department of Social Services -have committed t{o provide funding in
subsequent years to RIL 1 amounts of approximately $760,000 through
periods ending September 30, 2003 and $1,100,000 through pertods ending
June 30, 2003, respectively.

Concentration of Risk:

The primary funding sources of RIL are various pass-through and direct grants
from Federal and State agencies. If the amount of grants received {all below
contract levels, RIL’s operating results could be adversely affected.

13



RESOURCES FOR INDEPENDENT LIVING, INC.

NOTES TO THE FINANCIAL STATEMENTS. CONTINUED

NOTLE 12 -

NOTE 13 -

NOTE 14 -
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Risk Management:

RIL is exposed to various risks of loss related to torts, theft, damage to and
destruction of assets, for which RIL carries commercial insurance. Liabihtics
are reported when it is probable that a loss has occurred and the amount of the
loss can be reasonably estimated.

I“air Value of Financial Insttuments:

The carrying value of cash, amounts and grants receivable, and payables
approximate fair value because of the short maturities of these 1tems.

Mortgages Receivable:

According to an agreement with the City of New Orleans, RIL received, in
prior years, HOPE Il Federal grant funds, which were used to acquire,
rchabilitate and résell single-family homes to low-income familics. RIL
holds restricted sccond mortgages on the loans advanced to these qualified
homebuyers. These second mortgages are non-interest bearing, no payments
arc made on the principal and in the seventh year, begin a fourteen year
schedule of forgiveness. Since the likelihood that RIL will realhize any
material value from sales of properties are remote, no amount of mortgages

receivable was reported in the financial statements of RIL at September 30,
2001.

14
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RESOURCES FOR INDEPENDENT LIVING, INC.
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED SEPTEMBER 30, 2001
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Federal
Federal Grantor/Pass-Through CEDA Grant
Grantor/Program | Number Number Lxpenditures
U.S. Department of Education:
Direct Program: '
Centers for Independent Living 84.132A 930053/940012 $274.023
Total U.S. Department of Education 274.023
U.S. Department of Housing and Urban
Development:
Pass-through program from City of
New Orlcans -
Community Development Block Grant:
Project Open House 14218  CD#10-057(95) 34,910
YES - NORIL 14218  55-221(00) _ 1,887
Total pass-through programs 36,797
Total U.S. Department of
Housing and Urban Development | 36,797
Total Expenditures of Federal Awards $310.820

NOTE: Basis of Presentation:

The accompanying schedule of expenditures of federal awards includes the federal grant activity
of Resources for Independent Living, Inc. and is presented on the accrual basis of accounting,
The information in this schedule ts presented in accordance with the requirements of OMB
Circular A-133, Audits of States, Local Governments, and Non-profit Organizations. Therefore,
some amounts presented in this schedule may differ from amounts presented 1n, or used 1n the
preparation of the basic financial statements.

See Independent Auditors’ Report on Supplementary Information.

15
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE
AND ON INTERNAL CONTROIL OVER FINANCIAIL REPORTING
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

—

To the Board of Directors of
Resources for Independent Living, Inc.

We have audited the financial statements of Resources for Independent Living, Inc, (RI1.)
(a nonprofit organization) as of and for the year ended September 30, 2001, and have issucd
our report thereon dated September 30, 2002. We conducted our audit in accordance with
auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in GGovernment Auditing Standards, issued by the
Comptroller General of the United States.

Compliance

As part of obtaining reasonable assurance about whether RIL’s financial statements are free
of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts, and grants, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing
an opmion on compliance with those provisions was not an objective of our audit, and
accordingly, we do not express such an opinion. The results of our tests disclosed instances
of noncomphance that are required to be reported under Government Auditing Standards and
which are described in the accompanying Summary Schedule of Findings and Questioned
Costs as 1tems 01-02 and 01-03.

16
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE
AND ON INTERNAL CONTROL OVER FINANCIAL REPORTING
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS
(CONTINUED)

Internal Control Over Financial Reporting

In planning and performing our audit, we considered RIL.’s internal control over financial
reporting in order to determune our auditing procedures for the purpose of expressing our
opinion on the financial statements and not to provide assurance on the internal control over
financial reporting.  However, we noted certain matters involving the internal control over
financial reporting and its operation that we consider to be reportable conditions.
Reportable conditions involve matiers coming to our attention relating to significant
deficiencics 1n the design or operation of the internal control over financial reporting that,
in our judgment, could adversely affect R11.’s ability to record, process, summarize, and
report financial data consistent with the assertions of management m the {imancial
statements. Rcportable conditions are described in the accompanying Summary Schedule
of FFindings and Questioned Costs as 1tems 01-01 through 01-06.

A material weakness is a condition in which the design or operation of one or more of the
mmternal control components does not reduce to a rclatively low level the risk that
misstatecments in amounts that would be material in relation to the financial statements being
audited may occur and not be detected within a timely period by employees in the normal
course of performing their assigned functions. Our consideration of the internal control over
financial reporting would not necessarily disclose all matters in the internal control that
might be reportable conditions and, accordingly, would not necessarily disclose all reportable
conditions that are also considered to be material weaknesses. However, of the reportable
conditions described above, we consider items 01-01 through 01-06 to be material
weaknesses.

17
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE
AND ON INTERNAL CONTROL OVER FINANCIAL REPORTING
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS
(CONTINUED)

This report 1s mtended solely for the information and use of RIL.’s Board, management, the
legislative auditor, and federal awarding agencies and pass-through entities and 1s not
imtended 1o be and should not be used by anyone other than these specified parties.

WM"J ‘o LA

BRUNO & TERVALON LLP
CERTIFIED PUBLIC ACCOUNTANTS

September 30,-2002

18

SRruno & Tervalan i

**\ / Certified Pobhic Aceourifards



“Bruno & Tervalon 1.r

\%E(‘ernf ied Public Accountanits

Mcmibor

Ameaorican Instlule of Michael . Brungo, CH'A
Corlified Public Accountants !
Alcide J. Tervaton, Jr., CPA

Society of Louisiana
Cerlified Public Accountants Waldo J. Morct, Jy., CPA

INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE
WITH REQUIREMENTS APPLICABLE TO EACH
MAIJOR PROGRAM AND ON INTERNAIL CONTROI.
OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

To the Board of Directors
Resources for Independent Living, Inc.

Compliance

We have audited the comphiance of Resources for Independent Living, Inc, (RIL) (a
nonprofit organization) with the types of compliance requirements described in the U.S.
Officc of Management and Budget (OMB) Circular A-133 Compliance Supplement that arc
applicable to its major federal program for the year ended September 30, 2001. RIL’s major
federal program is identificd in the summary of auditors’ results section of the accompanying
Summary Schedule of Findings and Questioned Costs. Compliance with the requirements
of laws, regulations, contracts, and grants applicable to its major fedcral program 1s the
responsibility of RIL’s management. Our responsibility 1s to express an opinion on RIL’s
compliance based on our audit.

We conducted our audit of compliance it accordance with auditing standards gencrally
accepted in the United States of America; the standards applicable to financial audits
comtained in Government Auditing Standards, issued by the Comptroller General of the
United States; and OMB Circular A-133, “Audits of States, Local Governments, and Non-
Profit Organizations”. Those standards and OMB Circular A-133 require that we plan and
perform the audit to obtain reasonable assurance about whether noncompliance with the
types of compliance requirements previously referred to that could have a direct and material
effect on a major federal program occurred.  An audit includes examining, on a test basis,
cvidence about RIL’s compliance with those requirements and performing such other
procedures as we considered necessary in the circumstances. We believe that our audit
provides areasonable basis of our opinion. Our audit does not provide a legal determination
of RIL’s compliance with those requirements.
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE
: WITH REQUIREMENTS APPLICABLE TO EACH
MAJOR PROGRAM AND ON INTERNAL CONTROL
OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133
(CONTINUED)

As described in items 01-07 through 01-09 in the accompanying Summary Schedule of
Findings and Questioned Costs, RIL did not comply with requirements regarding reporting
and allowable costs/cost principles that are applicable to its Centers for Independent Living
program and other programs managed by RIL. Compliance with such requirements is
necessary, i our opinion, for RIL to comply with requirements applicable to that program.

In our opinion, except for the noncompliance described i the preceding paragraph, RIL

complied, in all material respects, with the requirements referred to above that are applicable
to 1ts major federal program for the year ended September 30, 2001,

Internal Control Over Compliance

The management of RIL is responsible for establishing and maintaining effective internal
control over compliance with' the requirements of laws, regulations contracts, and grants
applicable to federal programs. In planning and performing our audit, we considered RI1.’s
internal control over compliance with requirements that conld have a direct and material
cffect on a major federal program in order to determine our auditing procedures for the
purpose of expressing our opinion on compliance and fo test and report on internal control
over comphiance 1 accordance with OMB Circular A-133,

We noted certain matters involving the mternal control over compliance and its operation
that we consider to be reportable conditions. Reportable conditions involve matters coming
{0 our attention relating to significant deficiencies in the design or operation of the internal
control over compliance that, in our judgment, could adversely affect RIL’s ability to
administer a major federal program in accordance with the applicable requirements of laws,
regulations, contracts, and grants, Reportable conditions are described in the accompanying
Summary Schedule of Findings and Questioned Costs as items 01-07 through 01-09.
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE
WITH REQUIREMENTS APPLICABLE TO EACH
MAJOR PROGRAM AND ON INTERNAL CONTROL.
OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133
(CONTINUED)

A material weakness is a condition in which the design or operation of one or more of the
internal control components does not reduce to a relatively low level the rnisk that
noncompliance with applicable requirecments of laws, regulations, contracts, and grants that
would be material in relation to a major federal program being audited may occur and not
be detected within a timely period by employees in the normal course of performing thewr
assigned functions. QOur consideration of the internal control over compliance would not
nccessarily disclose all matters in the internal control that might be reportable conditions and,

accordingly, would not necessarily disclose all reportable conditions that are also considered
to be material weaknesses. However, of the reportable conditions described above, we
consider items 01-07 through 01-09 to be a material weaknesses.

This report 1s intended solely for the information and use of RIL’s Board, management, the
legislative auditor, and federal awarding agencies and pass-through entities and 1s not
intended to be and should not be used by anyone other than these specified parties.

%W*r\/mu LLF

BRUNO & TERVALON LLP
CERTIFIED PUBLIC ACCOUNTANTS

September 30, 2002
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RESOURCES FOR INDEPENDENT LIVING, INC.
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SUMMARY SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED SEPTEMBER 30, 2001
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Section I - Summary of Auditors’ Results

Vinancial Statements
Type of auditors’ report 1ssued:
Internal control over financial reporfing: .
. Material weakness(es) 1dentified?
. Reportable condition(s) identified
that are not considered to be

material weaknesses?

Non-compliance material to financial statements noted?

Federal Awards
Internal Control over major program:
. Material weakness(es) identificd:
. Reportable condition(s) identified
that are not considered to be
material weaknesses?

Type of auditors’ report 1ssued on compliance for major program:

Any audit findings disclosed that are required to be reported in
accordance with Section 510(a) of Circular A-133?
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Yes

No

Yes

Yes

No

Qualified
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RESOURCES FOR INDEPENDENT LIVING, INC.
SUMMARY SCHEDULE OF FINDINGS AND QUESTIONED COSTS

(CONTINUED)
FOR THE YEAR ENDED SEPTEMBER 30, 2001
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Section I - Summary of Auditors’ Results

Identification of major program:

CEFDA NUMBER NAME OF FEDERAL PROGRAM
84.132A Centers for Independent Living

Dollar threshold used to distinguish
between type A and type B programs: $300,000

Auditee qualified as a low-risk anditee? No

23



—_— = = — e e e— e—

RESOURCES FOR INDEPENDENT LIVING, INC.
SUMMARY SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(CONTINUED) _
FOR THE YEAR ENDED SEPTEMBER 30, 2001
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Section Il -~ Financial Statement Findings

Reference Number
01-01

Criteria

Adecquate internal controls require there be an effective accounting system.

Condition and Context

During March 2001, RIL installed a windows based accounting software package. This
software replaced a DOS based accounting system. During the prior year and for the period
prior to installing thc windows based system, RIL’s accounting system expenenced
significant problems resulting from “corrupt” files. As a result of the “corrupt” {files, the
system generated errors as well as unreliable financial and related transaction reports.
Management of RIL elected alfernatively to use a spreadsheet to accumulate and summarize
transactions for the year ended September 30, 2001. Also, RIL was unable to prepare
pertodic financial statements during that period. The process used to summarize the
accounting transactions, coupled with RIL’s lack of access to certain supporting documents,
did not facilitate RIL’s ability to report expenses charged to the applicable federal and state
grants by itemized expense categories such as salaries, fringe benefits, payroli taxes,
supplics, etc. In addition, RIL was unable to prepare monthly bank reconciliations as well
as perform general ledger account analysis on significant account balances.

Questioned Costs

NONE.
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RESOURCES FOR INDEPENDENT LIVING, INC.
SUMMARY SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(CONTINUED)

FOR THE YEAR ENDED SEPTEMBER 30, 2001
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Section 11 - Financial Statement Findings, Continued

Reference Number, Continued
01-01

Cause

The DOS accounting software used in the recordation and generation of accounting and
financial information developed “corrupt” files.

IAfect

The defective accounting software produced unreliable general ledger information.  Also,
during the audit period management was unable to perform analytical reviews of financial
information in the absence of reliable financial statements.

Recommendation

With the installation of the windows based accounting software system, financial information
is being reported to management without significant problems. We recommend that R11.
implement procedures to require the review of recorded accounting information on a monthly
basis at both management and Board levels and to develop procedures to timely repair the
system when errors occur.

Management’s Response

Management concurs with this comment. In addition, since the conversion from DOS to
windows based accounting software system, RIL has been processing all accounting and
other financial information through the window based accounting software system. On a
monthly basis, RIL has been performing bank reconciliations, reviewing recorded
accounting information and reconciling general ledger accounts to identify and correct any
errors in the ledger. Management has fully resolved this comment.
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RESOURCES FOR INDEPENDENT LIVING, INC.
SUMMARY SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(CONTINUED)

FOR THE YEAR ENDED SEPTEMBER 30, 2001
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Section II - Financial Statement Findings, Continued

Reference Number
01-02

Criternia

IRS regulations require the timely depostt of payroll taxes within cstablished dollar
thresholds.

Condition

RIL has been assessed significant penaltics and interest of $76,091 as of September 30,
2001, for untimely payroll tax deposits and/or payments (social security, medicare payroll
taxes and tax withholdings).

Questioned Costs

NONE.

Coniext

Total payroll tax expenses and withholding for the year ended September 30, 2001 was
$267,116.

Effect

Assessment of significant penalties and interest.
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RESOURCES FOR INDEPENDENT LIVING, INC.
SUMMARY SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(CONTINUED)

FOR THE YEAR ENDED SEPTEMBER 30, 2001
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Scection 11 - Financial Statement Findings, Continued

Reference Number, Continued
01-02

Cause

FFailure to adhere to payroll tax deposit requirements coupled with inadequate training of
personnel assigned with payroll processing responsibilities.

Recommendation

We recommend that RIL evaluate its current procedures for payment of required tax
deposits. In addition, RIL should consider training stafl personnel to ensure the proper and
timely preparation, déposit and {ilings of all required payroll tax returns.

Management’s Response

Management has hired staff personnel who have knéwledge of IRS payroll tax regulations
and experience in processing payroll tax deposits. RIL has made significant improvements

in cnsuring that payroll tax deposits are properly and timely made and that deposits and

filings for all payroll tax returns are submitted to the IRS, as required.

Management has requested abatement for the accrued payroll tax penalties and associated
interest. Management is optimistic that this request will be granted due to the corrupt
accounting data files caused by a flaw in the accounting software. Management has prepared
a strategic plan to address the payroll tax liabilities that states that RIL will remit $5,000 per
month until the payroll tax liabilities are fully paid.
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RESOURCES FOR INDEPENDENT LIVING, INC.
SUMMARY SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(CONTINUED)

FOR THE YEAR ENDED SEPTEMBER 30, 2001
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Section Il - Financial Statement Findings, Continued

Reference Number
01-03

Cniteria

LSA-RS 24:514 requires audit reports to be completed and submitted to the State of
Louisiana Legislative Auditor within six (6) months after year end.

Condition

The September 30, 2001 audited financial statements were not submitted within the
previously described timeframe.

Questioned Costs

NONE.

Context

N/A

Efiect

Failure to comply with State laws regarding the timeframe for audit repoll submission could
result in the discontinuation of State funding.
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RESOURCES FOR INDEPENDENT LIVING, INC.
SUMMARY SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(CONTINUED)

FOR THE YEAR ENDED SEPTEMBER 30, 2001
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Section I - Financial Statement Findings, Continued

Reference Number, Continued
01-03

Cause

Lack of an adequatc procedure to cnsure the timely submission of RIL’s audit reports
coupled with changes 1n management.

Recommendation

We recommend that RIL review its financial reporting procedures to ensurc that audit
engagements are submitted to the State of Louisiana Legislative Auditor within the required
timeframe. |

Management’s Response

RIL experienced numerous challenges with the conversion of the DOS accounting software
to the windows accounting software. Due to the accounting software problems encountered,
R11. was unable to reconcile timely to provide sufficient financial data to the auditors. Thus,
the audit report was not issued within the required timeframe. However, management 1s
confident that the 2002 audit will be submitted timely.
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RESOURCES FOR INDEPENDENT LIVING, INC.
SUMMARY SCHEDULE OF FINDINGS AND QUESTIONED COSTS
~ (CONTINUED)
FOR THE YEAR ENDED SEPTEMBER 30, 2001
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Section IT - Financial Statement Findings, Continued

Reference Number
01-04

Critenia

Pursuant to OMB Circulars A-133 and A-110 relative to an effective control system.

Condition

The mnternal control system over financial reporting exhibited the following deficiencics:

» Several minutes of the Fmance Committee and Board of Directors were missing for
the audit pertod,

+ Absence of a policy regarding use of {fixed assets owned by RIL;

« Annual and sick leave records arc not being properly maintained to document the
amount of leave time earned, used and accumulated;

» Accounting manual requires updating;

» No system to ensure the preparation and review of financial statements; and

» Lack of a system to ensure the effective maintenance of all supporting documents.

Questioned Costs

NONE.,

Context

All activities and programs managed by RIL.
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Section II - Financial Statement Findings, Continued

Reference Number, Continued
01-04

Effect

Weakened internal controls increases the potential risk for fraudulent activity.

Cause

Failure to adhere to established policies and procedures coupled with an madequatc
monitoring system.

Recommendation

We recommend that RIL evaluate and revise as necessary, internal controls relating to the
previously discussed internal control deficiencies.

Management’s Response

Management has addressed all internal conttol weaknesses by hiring qualified staff
personnel, implementing procedures to segregate duties, and designing a system to properly
maintain accounting and financial records. The following procedures have been
implemented:

¢ The Board has requested all minutes from the Board secretary, however, she has
farled to provide this information. Thus, the Board has removed her from any Board
sccretarial duties. Currently, Board minutes are being prepared and approved
regularly and original copies are maintained at RIL.
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RESOURCES FOR INDEPENDENT LIVING, INC.
SUMMARY SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(CONTINUED)

FOR THE YEAR ENDED SEPTEMBER 30, 2001
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Scction Il - Financial Statement Findings, Continued

Reference Number, Continued
01-04

Management’s Response, Continued

e RIL has a fixed assets schedule that ontlines all fixed assets on hand. For equipment
acquired under management's administration, necessary information 1s available 10
properly amortize the useful life of the assets. This information 1s reflected on the
fixed assets schedule.

e Leaverecords are maintained by the administrative assistant and leave balance reports
are provided to the staff and management monthly.

e Accounting manual has been revised and approved, effective June 12, 2002.

e TFinancial reports are reviewed monthly after reconciliations are complete.

e Management has designed and implemented a system to maintain accounting and
financial documents, effective October 1, 2001.
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~ RESOURCES FOR INDEPENDENT LIVING, INC.
SUMMARY SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(CONTINUED)
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Section I - Financial Statement Findings, Continued

Reference Number
01-05

Criteria

IRS rules and regulations require an annual return for an organization of RIL’s typc that 1s
exempt from income tax under Code Section 501,

Condition

RIL has not filed its IRS Form 990 (Annual Return of Organizations Exempt from Income
Taxes) for the 2001 fiscal year. This information return was duec on or before February 135,
2002. RIL’s filed an extension request which expired on August 15, 2002.

Questioned Costs

NONE,

Context

All programs and activities managed by RIL.

Effect

RIL may be subject to a penalty of $100 per day (maximum of $50,000) and an additional
penalty of $10 a day (maximum $5,000) which may be imposed on any officer, trustee,
employee, etc., who fails to file the return without reasonable cause after reasonable demand
by the IRS.
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RESOURCES FOR INDEPENDENT LIVING, INC.
SUMMARY SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(CONTINUED)

FOR THE YEAR ENDJED SEPTEMBER 30, 200]
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Section II - Financial Statement Findings, Continued

Reference Number, Continued
01-05

Cause

Lack of an established procedure to ensure the ttimely filing of all returns and/or reports.

Recommendation

RIL should immediately file this return to include a statement to explain the dclay, to
minimize the potential penalties that may rcsult from RIL’s failure to file its IForm 990

timely. In addition, RIL should establish the necessary procedures to ensure the timely filing
of 1ts annual information return Form 990,

Management’s Response

Management anticipates the filing of the September 30, 2001 IRS Form 990 within the next
30 days.
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(CONTINUED)
FOR THE YEAR ENDED SEPTEMBER 30, 2001

- -l etk ¢ el ET BT T - T - i S Fam Lt T R P LR el o 1 - L TE e ——

Section 11 - Financial Statement Findings, Continued

Reference Number
01-06

Criteria

Pursuant to OMB Circulars A-133 and A-122, and grant agreements relative to allocating
charges and costs.

Condition and Context

For the period of October 2000 to June 2001, RIL had not developed a plan to allocate costs
to various grants and programs. During this pertod, RIL was unable to document the
allocation mecthod utilized for allocated grant expenses claimed for reimbursement.

Questioned Costs

NONE.

Cause

Lack of procedures to ensure that costs arc allocated to grants and programs, 1n accordance
to the relative benefits received and that the cost allocation method 1s adequately
documented.
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Section I - Financial Statement Findings, Continued

Reference Number, Continued
01-06

Fofect

Cost may be unallowable under a grant award if allocable cost is not distributed in
reasonable proportion to the benefit received.

Recommendation

Management of RIL should establish procedures for allocating charges and costs to grants
and programs, in accordance to the relative benefits received, as required by applicable cost
principles and grant agrecments. The method to allocate costs must be adequately
documented. '

Management’s Response

RIL has been operating with approved cost allocation plans, effective July 1, 2001. RIL’s
cost allocation 1s approved by U.S. Department of Education and Louisiana Rehabilitation
Services. Management has fully resolved this comment.
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Section III - Federal Award Findings and Questioned Costs, Continued

Reference Number, Continued
01-07

Cause

Nature of accounting records coupled with change in executive management.

Recommendation

Management should undertake the necessary steps to ensure that its single audit report 1s
submitted within the required timeframe dictated by FFederal regulations.

Management’s Response

RIL experienced numerous challenges with the conversion of the DOS accounting software
to the windows accounting software. Due to the accounting software problems encountered,
R11. was unable to reconcile titnely to provide sufficient financial data to the auditors. Thus,
thc audit report was not issued within the required timeframe. However, management is
confident that the 2002 audit will be submitted timely.
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Scction I11 - Federal Award Findings and Questioned Costs, Continued

Reference Number
01-08

Fedceral Program

Sce Schedule of Expenditures of Federal Awards.

Criteria

Pursuant 1o OMB Circulars A-133 and A-110 relative 10 the mamtenance of an efiective
intcrnal control system.

Condition and Context

During March 2001, RIL installed a windows based accounting software package. This
software replaced a DOS based accounting system. During the prior year and for the period
prior 1o nstalling the windows based system, RIL’s accounting system experienced
significant problems resulting from “corrupt” files. As a result of the “corrupt” files, the
system generated errors as well as unreliable financial and related transaction reports.

Management of RIL elected alternatively to use a spreadsheet to accumulate and summarize

transactions for the year ended September 30, 2001, Also, RIL was unable to prepare
periodic financial statements during that period. The process used to summarize the
accounting transactions, coupled with RIL’s lack of access to certain supporting documents,
did not facilitate RIL.’s ability to report expenses charged to the applicable federal and state
granis by itemized expense categories such as salaries, fringe benefits, payroll taxes,
supplies, etc. In addition, RIL was unable to prepare monthly bank reconciliations as well
as perform general ledger account analysis on significant account balances.
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Scction 111 - Federal Award Findings and Questioned Costs, Continued

Reference Number, Continued
01-08

Questioned Costs

NONE.

Cause

The DOS accounting software used in the recordation and generation of accounting and
financial information developed “corrupt” files.

Effect

The defective accounting software produced unreliable general ledger information. Also,
during the audit period management was unable to perform analytical reviews of {inancial
information in the absence of reliable financial statements.

Recommendation

With the installation of the windows based accounting software system, {inancial information
is being reported to management without significant problems, we recommend that RI1.
implement procedures torequire the review of recorded accounting information on amonthly

basis at both management and Board levels and to develop procedures to timely repair the
system when errors occur.
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Section 11 - Federal Award Findings and Questioned Costs, Continued

Reference Number, Continued
01-08

Management’s Response

Management concurs with this comment. In addition, since the conversion {from DOS to
windows based accounting software system, RIL has been processing all accounting and
other financial information through the windows based accounting software system. On a
monthly basis, RIL has been performing bank reconciliations, reviewing recorded
accounting information and reconciling general ledger accounts to identify and correct any
errors in the ledger. Management has fully resolved this comment.
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Section 111 - Federal Award Findings and Questioned Costs, Continued

Reference Number
01-09

Federal Program
See Schedule of Expenditures of Federal Awards

Criteria

Pursuant to OMB Circulars A-133 and A-122, and grant agreements relative to allocating
charges and costs.

Condition and Context

For the period of October 2000 to June 2001, RIL had not developed a plan to allocate costs

to vartous grants and programs. During this pertod, RIL was unable to document the
allocation method utilized for allocated grant expenses claimed for reimbursement.

Questioned Costs

NONE.

Cause

Lack of procedures to ensure that costs are allocated to grants and programs, in accordance
to the rclative benefits received, and that the cost allocation method 1s adequately
documented.
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Scction III - Federal Award Iindings and Questioned Costs, Continued

Reference Number, Continued
01-09

[<{fect

Cost may be unallowable under a grant award 1if allocable cost is not distributed n
reasonable proportion to the benefit received.

Recommendation

Management of RIL should establish procedures for allocating charges and costs to grants
and programs, in accordance to the relative benefits received, as required by applicable cost

principlcs and grant agreements. The method used to allocate costs must be adequately
documented.

Management’s Response

RIL has been operating with approved cost allocation plans, effective July 1, 2001. RIL.’s

cost allocation plans are approved by U.S. Department of Education and Louisiana

Rehabilitation Services. Management has fully resolved this comment,
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SECTION1- Internal Control and Compliance Material to the Financial Statements

00-01 Untimely Accounting System

R1L should continued to evaluate its software needs, as well as develop the necessary
“backup” processes to mimimize the cost associated with defective software issues.
Furthermore, RIL should establish procedures to require the review of recorded
accounting information on a monthly basis at both management and Board levels.

Current Status

Partially resolved. See current year finding 01-01.

00-02 Payroll Tax Penalties and Interest

We recommended RIL evaluate its current procedures for payment of required tax
deposits. In addition, RIL should consider training staff personnel to ensure the
proper and timely preparation, deposit and filings of all required payroll tax returns.

Current Status

Unresolved. See current year ﬁnding 01-02.
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SECTIONI- Internal Control and Compliance Material to the Financial Statements,

00-03

00-04

Continued

Timely Submitted Audit Reports

We recommended that RIL review 1ts financial reporting procedures to ensurc that
audit engagements are submitted to the State of Louisiana Legislative Auditor within
the required timeframe.

Current Status

Unresolved. Sec current year finding 01-03.

Internal Control System

We recommended that RIL evaluate and revise, as necessary, intcrnal controls
relating to reported internal control deficiencies.

Current Status

Untesolved. See current year finding 01-04.
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RESOURCES FOR INDEPENDENT LIVING, INC.
SCHEDULE OF PRIOR YEAR FINDINGS, CONTINUED
FOR THE YEAR ENDED SEPTEMBER 30, 2001

SECTIONI- Internal Control and Compliance Material to the Financial Statements,
Continued

00-05 Untimely Filed IRS Form 990

We recommended that RIL immediately file the delinquent tax return to include a
statement to minimize the potential penalties, that may result from RIL’s failure to

file its Form 990 tunely. In addition, RIL should establish the necessary procedures
to ensure the timely filing of its annual information return, Form 990,

Current Status

Unresolved. See current year finding 01-05.

00-06 Forgivable Loan Documentation

We recommended that RIL reconstruct documentation with assistance of the City of
New Orleans of second mortgage Hope loans that may be forgiven.

Current Status

Resolved.
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RESOURCES FOR INDEPENDENT LIVING, INC.
SCHEDULE OF PRIOR YEAR FINDINGS, CONTINUED
FOR THE YEAR ENDED SEPTEMBER 30, 200]
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SECTION II - Internal Control and Compliance Material to Federal Awards

00-07 Untimely Submitted Single Audit Report

Management should undertake the necessary steps to ensure that its single audit report
1s submitted within the required timeframe dictated by OMB A-133.

Current Status

Unresolved. See current year {inding 01-07.

00-08 Untimely Submitted Annual Performance and Fiscal Reports

We recommended that RIL undertake the necessary steps to ensure that all required
reports are submitted accurately and tunely to the grantor.

Current Status

Resolved.

00-09 Unreliable Accounting System

RIL should continue to evaluate its software needs, as well as develop the necessary
“backup” processes to minimize the cost associated with defective software issues.
Furthermore, RIL should establish procedures to require the review of recorded
accounting information on a monthly basis at both management and Board levels.

Current Status

Resolved.
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RESOURCES FOR INDEPENDENT LIVING, INC.

EX1T CONFERENCE

An exit conference was held on October 16, 2002 with representatives of RIL. The contents
of this report were discussed and management indicated their concurrence 1n all material
aspects. The following were in attendance 1n this conference as well as previous discussions:

RESOURCES FOR INDEPENDENT LIVING, INC.

Mrs. Yavonka Archaga, CPA -- Executive Director
Ms. Carol Robinson -- Accounting Manager

BRUNO & TERVALON LL.P, CERTIFIED PUBIIC ACCOUNTANTS

Mr. Alcide J. Tervalon, Jr., CPA -~ Partner
Mr. Larry Jones, CPA -~ Manager
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